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TRADE FUELS DEVELOPMENT

Trade has become one of the most powerful
engines driving the efforts of poor countries
to grow their economies.

For 40 years, this Agency has been at the
forefront of development around the world.
We have provided advice, tools, supplies,
food, and training. We have built dams and
roads and schools. But in recent years, as the
global economy has taken root around the
world, trade has surpassed aid as the engine
of growth.

U.S. and all other foreign aid programs total
about $50 billion a year. Annual exports from
developing countries earned $2.4 trillion.

That is why the U.S. government is
spending around $600 million this year—
most of it through USAID—to help poor
countries build up their abilities to trade and
negotiate trade agreements.

In May, we released USAID’s new
strategy, Building Trade Capacity in the
Developing World.

Why Build Trade Capacity?
Growing the economies of the developing
world is good for the U.S. economy. Poor
countries with stagnant economies are not
particularly good trading partners for the
United States because they are too poor to
buy our products.

Trade capacity building promotes global
economic growth through free markets and
free trade while expanding the circle of
development. Increasing trade also benefits
the United States. Developing countries now
account for over 40 percent of U.S. exports.

Finally, trade and investment allow global
market forces to support growth and reduce
poverty in developing countries.

But before they can compete with other
trading nations in the world marketplace,
developing countries need to train the skilled
personnel who can participate in interna-
tional trade negotiations. They also need
auditors, customs officials, and other people
or institutions to implement international
trade agreements.

To help countries participate in trade,
USAID will continue to assist them to
improve economic policies and institutions,
transfer technology, reduce dependence on
exports of unprocessed tropical agricultural
commodities, and help exporters meet world
quality standards.

A Strategic Priority
The strategy was developed under the leader-
ship of the Office of Economic Growth in the
Bureau of Economic Growth, Agriculture and
Trade, with input and review from across the
Agency. In developing the strategy, USAID
staff worked closely with the office of the U.S.
Trade Representative to ensure that develop-
ment concerns mesh with trade policy.

I strongly urge all bureaus and missions to
embrace this strategic approach to trade
capacity building. I expect that country
strategies and mission programs will increas-
ingly reflect this priority. ★
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Aiah Josiah shows off the certificate he earned at the USAID-sponsored Education for Peace program, where
he got the idea of teaching his carpentry skills to local ex-combatant youth. He is now manager of carpentry at

the Community Youth Training Center in Yengema, Sierra Leone. The war that caused Josiah to abandon
plans to become a carpenter and flee his village created thousands of unemployed ex-combatants who lack

skills to carry on economic activities. The Education for Peace training program helps them learn such skills
and contribute to the rebuilding of their communities.

FIRST PERSON

“This is really a war-torn area, and get-
ting money is very difficult. Instead of war,
war, war, I thought, why don’t we do some-
thing that can help ourselves? The
Education for Peace training revived the
idea [of my becoming a carpenter]. Our
family is much happier now that we’re
back in the rural area. Little by little, we
are getting by. I’ve started this business,
we have enough to eat, and the children
are growing up well.”AIAH JOSIAH

The Challenge 
About 5 million acres of Indonesia’s
forests are logged each year. Some 70
percent of that logging is illegal. This
costs the Indonesian government about
$1 billion in taxes and revenues, to say
nothing of the huge environmental loss.
Much of the logging is driven by the
demand for timber and pulp.

The livelihoods of about 30 million
people depend on Indonesia’s forests,
which are among the most biodiverse
in the world. 

Innovative USAID Program
USAID/Indonesia built an alliance of
governments, businesses, and local and
international NGOs to simultaneously
address illegal logging and market
interests.

The alliance aims to increase the
supply of Indonesian wood products
from well-managed forests, demon-
strate practical ways to differentiate
legal and illegal supplies on the islands
of Java, Sumatra, and Borneo, and
strengthen market signals to combat
illegal logging. Secondary aims are to
reduce access to financing and invest-
ment funds for companies engaged in
destructive or illegal logging and to
share lessons learned with other
forested nations.

The Nature Conservancy and the
World Wildlife Fund Indonesia are
coordinating the alliance, which
includes Global Forest Watch, the
World Resources Institute, the Tropical
Forest Foundation, the Tropical Forest
Trust, the Center for International
Forestry Research, the U.S. and
Indonesian governments, 17 compa-
nies, and numerous local NGOs. 

Ron Jarvis, Home Depot’s Vice
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example, Caterpillar, Inc. is providing
heavy equipment “to promote the
adoption of sustainable forest manage-
ment and the marketing of sustainably
produced forest products.” USAID’s
contribution was exceeded four-fold by
corporate partners and the conservation
community.

The alliance has already obtained
commitments from the Government of
Indonesia, concessionaires, and pulp
and paper companies to stop logging in
areas of high biodiversity. These areas
include Tesso Nilo on Sumatra—
believed to contain the highest level of
plant biodiversity in the world—and
East Kalimantan, the habitat of the last
viable population of orangutans in that
region.

One pulp and paper company has
been refusing to accept illegal logs at its
mill. Growing numbers of companies
with global sourcing power—such as
Home Depot, IKEA, Goldman Sachs,
BP, and Carrefour—have joined the
alliance. This buying power provides
another incentive for Indonesians to
ensure that their wood products are
legal and responsibly harvested. ★
www.usaid.gov/id/

INDONESIA

Laura Lartigue, USAID

President of Merchandising, said that
his firm contributed $1 million in No-
vember 2002 toward the alliance—a
contribution he characterized as “doing
the right thing.”

USAID-funded NGOs will assist
retail companies in sourcing “good
wood” products. Such “green”
sourcing policies act as an incentive for
Indonesians to provide legal wood
products. To gain preferential access to
North America and Europe, available
only for legally harvested wood, furni-
ture and other wood product companies
in Asia are seeking third-party verifica-
tion of good wood. 

The alliance is promoting investment
screening tools to ensure that invest-
ment banks, financial analysts,
insurers, brokerages, and financiers
don’t end up playing destructive roles
by supporting illegal pulp and paper
mills or wood panel plants.

Results
In the island provinces where the
alliance is active, the NGOs are
engaged directly with companies that
provide formal letters of commitment
for financial and in-kind support. For

Illegal logging in Indonesia.


